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1. INTRODUCTION 
The purpose of the Stronger Schools Financial Programme is to provide a framework to ensure the financial sustainability of maintained schools within Waltham Forest. The guidance set out below is aimed to support schools to operate within a balanced budget on an ongoing basis. The overarching intent of this policy is to establish a clear and effective framework for how the local authority supports and works with schools who are either in deficit, failing to recover or about to enter a deficit.  
The Scheme for Financing Schools sets out the legal framework and procedures to be followed by schools when going into deficit or are forecasting to do so over the next three financial years.
This guidance follows the same framework and principles as set out in Waltham Forest’s Scheme for Financing Schools, but aims to provide more detailed information around requirements, and how the Local Authority will respond, support and work with schools who enter or forecast a deficit financial position. 

This policy will be applied in a proportionate, transparent and reasonable manner, having regard to the individual circumstances of schools, and will be subject to periodic reviews.

 
2. STRONGER SCHOOLS FINANCIAL PROGRAMME POLICY
Many schools will be familiar with the "Schools Facing Financial Challenges" programme which was introduced in 2018. Due to the current financial climate where schools are experiencing the combined challenge of spirally costs and falling rolls, and with School Balances under significant strain it is necessary to enhance the existing policy and rebrand it, so that it better reflects the current position and the ethos that we are all striving for to ensure our schools are strong and sustainable now and into the future.
The fundamental principles of the programme are not changing, but this is an opportunity to refresh and enhance the policy and incorporate feedback we have received on the previous programme.
We have ensured clearer expectations on budget planning, clarified the deficit management framework and provide a better balance between school autonomy and the local authority’s oversight responsibilities in managing financial risk. 

3. RISK SCORING
To help us determine how we will work with schools risk scoring and profiling was necessary. This helped and will continue to determine for the foreseeable future the level of financial risk individual schools pose and therefore indicating the level of support schools will need until the level of risk is reduced.
To ensure a balanced approach four indicators have been used to assess risk, and these cover past, present and future financial performance. For each indicator a score of between 0-5 can be awarded, so the lowest overall score could be 0 and the highest overall score being 20.
The indicators used are as follows:
Metric 1
The latest cumulative reserve position, and currently that is the forecast cumulative reserve forecast for 2026/27, and the scoring is determined as follows:
· 0=Surplus position
· 1=Balanced position or deficit under £100k
· 2=Deficit £101-£250k
· 3=Deficit £251-£500k
· 4=Deficit £500-£1m
· 5=Deficit over £1m
Metric 2
The direction of travel, this indicator compares the forecast cumulative reserve position in 2026/27 to the prior year 2025/26 outturn, and the scoring is determined as follows:
· 0=Positive movement
· 1=Balanced position or negative movement under 5%
· 2=Negative movement 6-20%
· 3=Negative movement 21-40%
· 4=Negative movement 41-100%
· 5=Negative movement 101%>
Metrix 3
The accuracy of forecasting, this indicator compares the Q3 2025/26 financial forecast to the 2025/26 final outturn, and this scoring is determined as follows:
· 0=Variance 1% or less
· 1=Variance 2-10%
· 2=Variance 11-25%
· 3=Variance 26-50%
· 4=Variance 51-100%
· 5=Variance 100% or >
Metric 4
The forecast direction of travel over the medium-term, this indicator compares the forecast cumulative reserve position in 2026/27 to the forecast for 2028/29, and this scoring is determined as follows:
· 0=Surplus forecast to increase or stay stable
· 1=Surplus reducing or balanced continuing
· 2=Surplus going into deficit
· 3=Deficit reducing
· 4=Deficit increasing 0-50%
· 5=Deficit increasing 51%>
The risk ranking matrix can be found in more detail in Appendix 1.

4. RISK PROFILING
As above each school has been risk scored using the metrics explained above. To ensure appropriate grouping and resource allocation the following risk grouping and profiling has been determined and what this means for each individual group is explained below.
Low Risk
A combined score of 0-5 is considered low risk. 
Schools in this group will see little change in approach.
Quarterly monitoring will be required, and the Local Authority does not plan to meet with these schools to discuss their financial position, unless the school specifically asks to meet.
Medium Risk
A combined score of 6-8 is considered medium risk.
Due to the broad range of financial positions which sit in this group, a flexible approach will be necessary. This is because the schools that fall into this risk category are a mix of schools who are in surplus, but the surplus is forecast to reduce, schools who are in deficit, but recovery is forecast, and/or schools where the outturn was considered materially different to that forecast in Q3.
A school which has a deficit position in 2025/26 and forecast deficit in 2026/27 will be required to provide monthly budget monitoring information to the Local Authority and meetings will be dependent upon the direction of in-year travel. This ultimately means that if the in-year forecast position worsens the Local Authority will request a meeting with the school. 
A school which falls into this risk category and has surplus reserves in 2025/26 and forecast to stay in surplus in 2026/27 will continue to provide quarterly budget monitoring information to the Local Authority. Whether meetings with the Local Authority are required will be determined by the direction of in-year travel, and if the financial position is forecast to significantly worsen the Local Authority will request a meeting with the school.
In both scenarios if a school would like to meet with the Local Authority at any point to discuss their financial position, we would be more than happy to accommodate such a request.
High Risk
A combined score of 9-14 is considered high risk.
Monthly budget monitoring information will be required from every school within this risk category, and the Local Authority will request meetings every two months to discuss financial performance, recovery plans and mitigations.

Very High Risk
A combined score of 15-20 is considered very high risk.
Monthly budget monitoring information will be required from every school within this risk category, and the Local Authority will request meetings every month to discuss financial performance, recovery plans and mitigations.

5. FUTURE RISK PROFILING
The frequency of budget monitoring information returned to the Local Authority will be dependent upon the current risk category of each school, but on receipt of new information the Local Authority will re-assess the risk score. 
Three of the risk indicators are based on current and future financial performance, so changes whether favourable or adverse will impact on the combined score. Therefore, we expect to see movement between the risk profiling groups. Should a school’s risk score change which results in movement between risk profiles the Local Authority will inform the school and the new way of working for that risk profile will be communicated.
For example, a school with a combined score of 16 and is considered very high risk and expected to provide budget monitoring information monthly and meet with the Local Authority monthly, if significant improvement in the in-year forecast position and to the recovery plan by 2028/29 is made and this results in the combined score reducing to 14 the school will move to the high-risk category. This favourable change will be communicated to the school, and the frequency of meetings with the Local Authority will reduce from monthly to bi-monthly.
Should the Local Authority in future years change any of the risk indicators, risk scoring, and/or treatment of the risk profiling groups this policy will be updated and communicated clearly to schools.

6. BUDGET FORECASTING
Every school is required to provide a five-year budget forecast to the Local Authority each year. Previously if a surplus was forecast only a three-year budget forecast was requested. From now on all schools no matter of their financial position need to provide to the Local Authority a five-year budget plan.

7. DEFICIT BUDGETS 
A deficit budget is one where the total income for the financial year and the brought forward balance (reserves) are insufficient to meet planned expenditure for that year. 
If a deficit is forecast when setting the annual budget, then the following actions should take place:
· All figures, assumptions and forecasts are checked and validated
· Undertake a benchmarking exercise to assess spending against similar size schools
· Discuss and devise a range of strategies and management actions with timescales
· Advise the governing body and Local Authority
Alongside the release of the updated Scheme for Financing Schools, a Schools Finance Manual has been produced which should be referred to for more information and guidance.
DfE Guidance and the Scheme for Financing Schools state that schools cannot plan for a deficit budget. This means that if a potential deficit is identified at any stage of the budget planning or monitoring process for any year, the school is responsible for ensuring that appropriate management action is identified and undertaken to achieve a balanced budget.  

8. LICENCED DEFICIT 
The Scheme for Financing Schools require schools to maintain a balanced budget. However, regulations also recognise that circumstances may mean that this is not always possible.   
The Scheme for Financing Schools permits schools in an extreme circumstance to apply for a licensed deficit for a maximum period of three years. A licensed deficit is an agreement between the school and the Local Authority to ensure the financial position is transparent and is in recognition that changes and reduction in costs/expenditure take time to implement.
However, by the Local Authority recognising and agreeing to a licensed deficit, this does not equate to this being a satisfactory position, so when licensing the deficit, a robust recovery plan will be required which has been formally approved by the governing body.
A new template (Financial Budgeting and Recovery Plan) has been provided with this policy document, and it provides a guide of what is required when a deficit budget is forecast. 
In summary, the formulation of the original five-year budget is the first step, and if a deficit is forecast then a recovery plan is required, and this should show the financial position moving to a balanced position within three years. As per the Scheme for Financing Schools recovery plans may be extended to up to five years, but under exceptional circumstances only, and this will be determined on a case-by-case basis, through the Local Authority’s governance process.  
On Identifying a Deficit Budget 
The checks described above should be actioned with immediate effect.
If the deficit is felt unavoidable and the schools needs time to recover, the school must formally notify Governors and approach the Local Authority to request a licenced deficit. 
The Licensed Deficit Form is included in the revised Financial Budgeting and Recovery Plan template which has been provided to all schools.
For a licensed deficit to be accepted by the Local Authority management actions/savings should be modelled and incorporated into a revised budget with a view to being able to produce a sustainable, balanced budget and this is referred to as the recovery plan.  
The Financial Budgeting and Recovery Plan template provides a guide on what information is needed, but we have simplified this and ensured that we are requesting information in formats which schools already have within Access Education Budgets.
Should a deficit budget be forecast the following information will be required by the Local Authority:
	Required supporting documentation.

	Current Budget Forecast from Access Education Budgets

	Copies of Governing Board/Committee minutes of meeting where deficit, management actions and recovery plan have been discussed and agreed.

	Updated  budget forecast (Detailed Recovery Plan) in line with School Development Plan showing financial recovery 

	Confirmed pupil number projections 

	Recovery Plan template completed, only required where original budget shows deficit from year 2 onwards

	Licensed Deficit Form completed and signed by Headteacher and Chair of Governors  where original budget forecasts deficit in current year

	Completed Cash Advance Form - ONLY needs to be completed if a cash advance is required

	Cash flow projections for the current year



Required information should always be emailed to the Local Authority’s Education Finance Team at EducationFinance@WalthamForest.gov.uk
In the case of a current year deficit that was not previously anticipated, and a licensed deficit has not been agreed with the Local Authority, a full explanation will be required as to how this has arisen, together with evidence of internal monitoring and reports to Governors.  
If the unexpected deficit cannot be managed and controlled within the current year, then the licensed deficit process explained above will need to be followed immediately.
Additional information may be requested according to the time of year or the precise nature of the school’s difficulty. 
Licensed Deficit Decision
Once the Local Authority has reviewed all the information provided a decision as to whether the licensed deficit has been accepted will be communicated to the school. The Local Authority’s governance process is the decision to license a deficit is delegated to the Education Finance Oversight Board.
Should the Local Authority decline the licensed deficit, the Local Authority will contact the Head Teacher and Governing Body to discuss next steps.
If, in the opinion of the Strategic Director of Children’s and the Chief Finance Officer (Section 151 Officer) or their nominated deputies there has been insufficient progress in implementing the agreed deficit recovery plan or the school is experiencing further financial difficulties then the licensed deficit agreement may be terminated.
On termination the Local Authority shall take any further steps it considers necessary having regard to the Scheme for Financing Schools and other courses of action that may be available.

9. CASH ADVANCES
When completing the Licensed Deficit Form there is an opportunity to indicate whether a cash advance will be needed by the school, and a cash advance form is provided within the Financial Budgeting and Recovery Plan Template.
In-Year Cash Flow Issues
If a school has short term cash flow issues (e.g.  in-year) the Local Authority may agree to provide a cash advance which will be recouped from budget shares in the current financial year. 
The Head Teacher and Chair of Governors must approve the school’s submission request for short-term financial support.
The cash advance form should be completed and returned to EducationFinance@WalthamForest.gov.uk 
Cash flow should be closely monitored by the Schools Business Manager, and it is recommended no matter which risk category schools fall into monthly cash flow monitoring is encouraged. This will enable early identification of cash flow risks and ensure sufficient time for identifying the month a cash flow issue will be experienced, time for the cash advance form to be completed and submitted, time for the Local Authority to review the request and make a decision and then for the cash advance to be processed.
There should always be at an absolute minimum a months’ notice of a cash advance being needed, if less time is provided the matter will be immediately escalated to the Local Authority’s Education Finance Oversight Board.
On requesting a cash advance full year cash flow monitoring statements will be required, and this should be provided along with the completed and signed cash advance form.
The request will be reviewed and a decision made by the Local Authority’s Cash Advance Oversight Group, which has formal delegated authority. The outcome will be communicated to the Chair of Governors and Head Teacher accordingly.    
Consolidated Cash Advance
As mentioned for schools who requested a licenced deficit there was the opportunity at that point to also request a cash advance. If at the time of requesting the licensed deficit a cash advance was not requested but it has now become evident that one is needed, the cash advance form should be completed immediately.  
The cash flow forecast statements for the full year should be provided, and the completed and signed cash advance form should be sent to the Education Finance Team as quickly as possible.
The request will be reviewed and a decision made by the Local Authority’s Cash Advance Oversight Group, which has formal delegated authority. The outcome will be communicated to the Chair of Governors and Head Teacher accordingly.    
Please note on requesting the cash advance the school is agreeing to a set of conditions and will be binding on the school as soon as the cash advance is paid. This includes repaying the cash advance within agreed timeframes, ensuring financial recovery as outlined in the recovery plan, a freeze on recruitment and on other spend that is not already committed by way of SLAs, and for safeguarding and health and safety matters.
Repayment of the consolidated cash advance will be over an agreed period (maximum of three years). Annual repayments will be recovered as:  
· Cash lump sum deduction by the Local Authority when issuing the Individual School Budget Share; or  
· Monthly deduction by the Local Authority when issuing the Individual School Budget Share 
It should be noted that any repayment terms are subject to an annual review in March each financial year, and if improved financial performance is seen, this will result in accelerated repayment of consolidates cash advance.
For the benefit of SBMs schools should treat the outstanding amount of this consolidated cash advance as a liability on the balance sheet.  
It should be noted that an in-year or consolidated cash advance must be re-paid to the Local Authority before converting to an academy.   

10. STRONGER SCHOOLS FINANCIAL PROGRAMME MONITITORING 
The frequency of information required from schools and the frequency of monitoring meetings is confirmed within the risk profiling section above, but please find a summary in the table below:
	Risk Score
	0 to 5
	6 to 8
	9 to 14
	15 to 20

	Risk Profile
	Low
	Medium
	High 
	Very High

	Frequency of monitoring information
	Quarterly
	Surplus Schools-Quarterly
Deficit Schools-Monthly
	Monthly
	Monthly

	Frequency of meetings with the LA
	On request
	Dependent on direction of in-year travel
	Every two months
	Monthly



The information required either monthly or quarterly is as follows:
· Monthly/Quarterly monitoring toolkit (this should show the in-year position and the forecast financial position for the next five years)
· Updated Cash Flow projection statements for the full year

Stronger Schools Financial Programme Meetings
Terms of Reference (ToR) for Stronger Schools Financial Programme (SSFP) meetings have been developed and were issued alongside this policy, therefore, for full details of SSFP meetings please refer to the ToRs.
The documents listed above will be routinely discussed at SSFP meetings, and then depending on previous engagement the other likely areas of discussion and focus will be the conditions attached to a cash advance, benchmarking, recommendations made by the Schools Resource Management Advisers (SRMA) and financial details pertaining to restructures.
It should be noted to support schools in determining the level of savings achieved through a restructure and the impact that will have on the in-year financial position and recovery plan, a Restructure Workings Template has been developed and was issued alongside the new Budgeting and Recovery Plan template.
It is highly recommended that the restructure workings template be used, because this will not only allow the Local Authority to quickly verify if the level of staffing savings from a restructure are worked through the recovery plan projections correctly, but this will also be an excellent document for the Head Teacher to take to the Governing Body to clearly demonstrate the level of savings proposed to be delivered. It would also support requests made to the Local Authority’s Redundancy Panel to fund redundancy payments incurred by schools. 
Should restructure workings be provided in a different format and they are difficult to follow and do not clearly quantify the level of savings to be delivered with clear annual profiling, the Local Authority will ask that the Local Authority template be used.  

11. FAILURE TO MEET DEADLINES AND PROVIDE ACCURATE INFORMATION
As outlined in the ToR’s for SSFPs meeting if required documentation is not sent five working days in advance of a scheduled meeting, the school will be contacted to ascertain when the information will be available and if necessary, the meeting will be rescheduled.
However, this flexible approach will only happen once per financial year per school. If a school fails to provide the required documents a second time the matter will be escalated to the Education Finance Oversight Board.
For all other deadlines that are set over the course of the year, for example, monthly/quarterly budget forecast returns, updated cash flow, closedown etc, if deadlines are not met the school will be sent one reminder. If following the reminder, the information is not sent on time or is considered sub-standard, the matter will be escalated to the Education Finance Oversight Board.

12. NOTICE OF CONCERN 
As outlined in the Scheme for Financing Schools- the Local authority may issue a notice of concern to the Governing Board of any school it maintains where, in the opinion of the Chief Finance Officer and Strategic Director of Children’s Services or their nominated deputies: 
1. the school has failed to comply with all provisions of the scheme; or 
2. where actions need to be taken to safeguard the financial position of the Local Authority or the school.  
Such a notice will set out reasons and evidence for it being made and may place on the Governing Board restrictions, limitations or prohibitions in relation to the management of funds delegated to it. 
Examples of circumstances in which a notice may be issued include:
· Schools in deficit, where the school has failed to take appropriate and timely action to address the deficit and to follow the requirements of a licensed deficit, and to keep the Local Authority informed on the progress in achieving the deficit recovery plan submitted.
· Schools not completing their financial returns on a timely and or/accurate basis.
For full details please refer to section 2.20 of The Scheme for Financing Schools.
Withdrawal of Delegation
If the above methods fail to address the financial recovery of the school, the Local Authority will consider suspension of the governing body’s right to a delegated budget where:
· There is evidence of substantial or persistent failure to comply with any requirements applicable under the Scheme for Financing Schools
· There is evidence of financial mismanagement, where the governing body is not managing the appropriation or expenditure of the sum put at their disposal for the purposes of the school in a satisfactory manner
· There has been mismanagement of the educational affairs of the school
The Local Authority will give at least one month’s notice of the suspension to the governing body and Head Teacher.
The Local Authority may withdraw delegation before the expiry of the period of notice in an emergency but will provide immediate written notification and justification of the action to the Secretary of State.
The governing body has a right to appeal to the Secretary of State against withdrawal of delegation where the grounds are either failure to comply with the Scheme or financial mismanagement, but not in the case of mismanagement of the educational affairs of the school.
13. CONCLUSION
We hope you consider this document to be useful, and we are happy to take any questions you may have. Feedback is also welcome at any time. We look forward to working with our schools in the new term.

14. CONTACTS
	EducationFinance@WalthamForest.gov.uk – Submission of all documents, templates and forms

	Pamela.Stack@WalthamForest.gov.uk – Specific queries on IBS, closedown, escalations

	Gurpreet.Kataora@WalthamForest.gov.uk – Specific queries on cashflow, SSFP
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APPENDIX 1- RISK METRICS
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